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EDUCATION SAVINGS ACCOUNTS/Final Passage
SUBJECT: Parent and Student Savings Account PLUS Act . . . H.R. 2646. Final passage, as amended.

ACTION: BILL PASSED, 56-43

SYNOPSIS:  Aspassed, H.R. 2646, the Parent and Student §a®iocount PLUS Act, wilprovide gpproximatel $6 billion

in tax relief for education over the next y§8ars. That cost will be more than fubffset ty modifying the
employer deduction for vacatigoay and ty charging the treatment of the foign tax credit cagback and capforward periods
(for increased revenues of $6.9 billion overygars). Details arprovided below.

Education savigs accounts. Education sagiaccounts for gher education were enacted kasar. Those accounts hold after-
tax income, and the interest is not taxed. This bill witlex that tax creditybincreasiig the annual contribution limit for education
IRAs from $500 to $2,000 for taxabjears 1999 thragh 2002 and ¥ charging the definition ofqualified education gpenses to
include kindegarten throgh twelfth grade (K-12) egenses (the credit curreptipplies only to higher education eenses).
Qualified elementgrand secondgrexpenses will include: tuition, fees, academic tutpyrapecial needs services, bookspdies,
the costs of coputers and otherggipment incurred in connection with school enroliment or attendance, room and board, uniform
trangortation, and spplementay items, includiig after school care, that areguéred orprovided ty a school for enroliment or
attendance. The currergalimit for contributions made on behalf of@esial needs individual ¢ge 18) will be removed, as will
the requirement that all distributions must be madedge 30 for a pecial needs individual. The bill will also clayithat
corporations and other entities will be allowed to make contributions to an individual's educatiorgiR#less of their income.
The current-law income gibility limits will be retained (edjibility for education IRAphases out between $95,000 and $110,000
for individuals and $150,000 and $160,000 for marriegblesifiling jointly). The education tax relief that will ipeovided ly IRA
provisions in this bill, | Joint Committee on Tax estimates, will be $1.524 hillion overeHds.

Qualified State tuitioprograms. Funds distributed frongaalified State tuitiorprogram will be exempt from Federal taxation.
The exclusion frongross income will not bpermitted in cases where a HOPE or Lifetime Leayeiredit is claimed on behalf of
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a student. If gparent chooses to claim a HOPE or Lifetime Leagrinedit for a dpendent, then the earms portion of a
distribution made to a student frongzalified State tuitiomprogram will be included in thgross income of the student. The yiéar
tax relief from theserovisions will be $1.216 billion over Iykars.

Extension of emloyer provided assistance. The current law exclusion will be extended until December 31, 2002 (it is scheduled
to expire with repect to courses lggning after May 31, 2000). The tax exclusion fgraduate-level courses will be reinstated. The
exclusion will be limited to $5,250 of assistapee enployee in ay calendayear. The 10rear tax relief from theggrovisions
will be $2.627 billion.

School construction. The small-issuer arlgigraebate will be increased to $15 million (from $10 milligndyvided that at least
$10 million of the bonds are issued to finapablic school construction. A new cgtey of exenpt facility bonds will be created
for privately owned angbublicly operated elementgiand secondgirschool construction in gi growth areas. The 1¢ear tax relief
from theseprovisions will be $471 million.

Miscellaneous:

e funding will be given to States that agbteacher meripay and testig programs (see vote No. 88);

® schools will bepermitted to use Federal funds in education refangjects thaprovide sameagender schools and classrooms,
as lorg as comparable educationalpportunities are offered for students of both sexes (see vote No. 89);

e States will bagiven three ptions for receivig funding for 20 current Dgartment of Education K-12 educatiopabgrams:
they will be permitted to receive fundghunder the current galatory scheme; thewill be permitted to receive fundgas a State
block grant; or thg will be permitted to receive fundinas local educational bloakants (see vote No. 91);

® it is the sense of Coress that at least $®ercent of Dpartment of Education funds should Ipest on our Nation's children
in their classrooms (see vote No. 92);

® the Federal Government will not be allowed tgage in ary activities related to national tegjinf children unless tlyehave
been pecifically and exlicitly authorized  law (see vote No. 94);

e States will bgoermitted to use Elementaand SecondgrEducation Act funds tgive awards to secondaschools that the
have determinedybobjective assessments to be outstagdirhools (see vote No. 96);

® a new school dmout program will be authorized (see vote No. 101);

® the General AccountinOffice will conduct a stugof multilingualism in the United States;

e the Gun-Free Schools Act will be amendgdalddirg that a wepon that has been brght to school § a student will be
admissible as evidence inyaimternal school displinary proceediry relatin pulsion; and



